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HLS 11RS-501 REENGROSSED

Regular Session, 2011
HOUSE BILL NO. 530

BY REPRESENTATIVE PEARSON

Prefiled pursuant to Article 111, Section 2(A)(4)(b)(i) of the Constitution of Louisiana.

RETIREMENT/STATE SYSTEMS. Relative to state retirement systems, increases
employee contributions and average compensation for calculation of benefits

AN ACT
To amend and reenact R.S. 11:403(5), 450(B), 612(1), and 701(5)(b) through (€) and to
enact R.S. 11:102(D) and 701(5)(f), relative to state retirement systems; to provide
with respect to employer contributions; to providewith respect to benefit cal culation;
to provide with respect to system funding; to provide an effective date; and to
provide for related matters.
Notice of intention to introduce this Act has been published
as provided by Article X, Section 29(C) of the Constitution
of Louisiana
Be it enacted by the Legidature of Louisiana
Section 1. R.S. 11:403(5), 450(B), 612(1), and 701(5)(b) through (e) are hereby
amended and reenacted and R.S. 11:102(D) and 701(5)(f) are hereby enacted to read as
follows:
§102. Employer contributions; determination; state systems

* * *

D. Notwithstanding any provision of this Section, R.S. 11:102.1, or R.S.

11:102.2 to the contrary, any actuarial gainsresulting from areduction in the present

value of future benefits and any reduction of the unfunded accrued liability of the

L ouisianaState Employees Retirement System and the Teachers' Retirement System
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of Louisianaresulting from the Act originating as House Bill No. 530 of the 2011

Regular Session of the Legislature shall be applied to reducing the balance of the

amortization base resulting from the changein liability recognized on June 30, 2009.

In no event shall any gains resulting from areduction in the present value of future

benefits be applied toward reducing the normal cost of such systems as provided in

Subparagraph (B)(3)(a) of this Section.

* * *

8403. Definitions

The following words and phrases used in this Chapter shall have the

following meanings, unless a different meaning is clearly required by the context:
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means the average
annual earned compensation of a state-employee member for the sixty highest
months of successive employment or for the highest sixty successive joined months
of employment where interruption of service occurred; however, average
compensation for part-time employees who do not use sixty months of full-time
employment for average compensation purposes shall be based on the base pay the

part-time employee would have received had he been employed on afull-timebasis.

€+ (b) The member's earnings to be considered ferpersonsto-whom-ttem
et thts-Sdubparagraph-appties for the thirteenth through the twenty-fourth month

shall not exceed one hundred fifteen percent of the earnings of the first through the

twelfth month. The earningsto be considered for the twenty-fifth through the thirty-
sixth month shall not exceed one hundred fifteen percent of the earnings of the
thirteenth through the twenty-fourth month. The earnings to be considered for the
thirty-seventh through the forty-eighth month shall not exceed one hundred fifteen
percent of the earnings of the twenty-fifth through the thirty-sixth month. The
earningsfor the final twelve months shall not exceed one hundred fifteen percent of
the earnings of the thirty-seventh through the forty-eighth month. The limitations
on the computation of average compensation contained in this ttem Subparagraph
shall not apply to any twel ve-month period during which compensation increased by

more than fifteen percent over the previous twelve-month period solely because of
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an increase in compensation by a uniform systemwide increase adopted by the state

Department of Civil Service and approved by the governor or because of a pay

adjustment enacted by the legislature. Fhisttentshat-atso-be-appticable-to-any

8450. Termination of participation

B. Upontermination of participation in the plan but not employment, credits
to the account shall cease and no retirement benefits shall be paid to the participant
until employment isterminated. The balancein the participant's subaccount shall be
placed in a self-directed subaccount in the name of the participant as provided for in
R.S. 11:451.1, and the participant shall then be bound by the provisions of said
Section. No payment shall be made based on credits in the subaccount until
employment is terminated as defined in this Section. The participant may continue
employment after termination of participation in the plan for the sole purpose of

accruing a supplemental benefit, and employer and employee contributions shall
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8612. Application; definitions

Terms not specifically defined in this Section shall have the meanings
providedinR.S. 11:403 unlessadifferent meaningisclearly required by the context.
For purposes of this Subpart:

(1) "Averagecompensation”
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e- shall be defined

asprovided in R.S. 11:403.

§701. Definitions
Asused in this Chapter, the following words and phrases have the meanings
ascribed to them in this Section unless a different meaning is plainly required by the

context:

©)

(b) "Average compensation”, for any member who is an academic or

administrative employee of a public institution of higher education, or who is an

employee of the Board of Regents, the Board of Trustees for State Colleges and

Universities, the Board of Supervisorsof L ouisianaState University and Agricultural

and Mechanical College, or the Board of Supervisors of Southern University and

Agricultura _and Mechanical College, or their successors, or any other

congtitutionally established board which manages institutions of higher education,

means his average earnable compensation for the five highest successive years of

employment, or thehighest fivesuccessivejoined yearswhereinterruption of service

occurred. The computation of such average compensation shall be in accordance

with the following quidelines:

(i) _The amount for the first through the twelfth month shall not exceed the

compensation for the immediately preceding twelve months by more than fifteen

ercent.

(ii) The amount for the thirteenth through the twenty-fourth month shall not

exceed the lesser of the maximum allowable compensation amount or the actual

compensation amount for the first through twelfth month by more than fifteen

ercent.

Page 6 of 11

CODING: Wordsin struekthrotgh type are del etionsfrom existing law; words underscored
are additions.



oS o B~ W DN

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

HLS 11RS-501 REENGROSSED

HB NO. 530

(iii) The amount for the twenty-fifth through the thirty-sixth month shall not

exceed the lesser of the maximum allowable compensation amount or the actual

compensation amount for the thirteenth through twenty-fourth month by more than

fifteen percent.

(iv) The amount for the thirty-seventh through the forty-eighth month shall

not exceed the lesser of the maximum all owable compensation amount or the actual

compensation amount for the twenty-fifth through the thirty-sixth month by more

than fifteen percent.

(v) Theamount for thefinal twelve months shall not exceed the lesser of the

maximum allowable compensation amount or the actual compensation amount for

the thirty-seventh through the forty-eighth month by more than fifteen percent.

(c) Thethirty-six or sixty months used for average compensation, asthe case
may be, cannot cover a period when the member receives more than three years or
five years of service credit respectively.

ey (d)(i) Thelimitationson the computation of average compensationinthis
Paragraph shall not apply to any of the twelve-month periods where compensation
increased by more than the amount allowable in Subparagraph (a) of this Paragraph
over the previous twelve-month period solely because of an increase in
compensation by legidative act, by city/parish systemwide salary increase, or by a
systemwide increase at a college or university.

(if) Any active member or retiree whose average compensation includes or
would include earnable compensation received between June 30, 1995, and June 30,
1997, as the result of alegidative act, a city/parish systemwide salary increase, or
asystemwideincrease at acollegeor university shall have his average compensation
calculated without regard to the limitations on the computation of average
compensation imposed in this Paragraph for that period. The provisionsof thisltem
shall only apply to any such member or retiree whose employer filed with this
system on or before July 1, 1998, awritten request or application for coverage under

this Subparagraph.
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(iii) Any retiree to whom Item (ii) of this Subparagraph applies, whose
benefits are based, or by reason of Item (ii) of this Subparagraph would be based, on
a calculation of average compensation which includes earnable compensation
between June 30, 1995, and June 30, 1997, shall have his benefits recalculated in
accordance with this Subparagraph and, if anincrease in benefits results, theretiree
shall be paid such an amount to restore any prior benefits that would have been paid
if the benefits had originally been calculated in accordance with this Subparagraph.

tdy (e) Provided, however, in any case where a classroom teacher changes
employment to that of a classroom teacher in another parish, the amount for the
twelve months of earningsin the position of aclassroom teacher in the second parish
of employment shall not exceed the compensation for the immediately preceding
twelve months by more than twenty-five percent.

te) (f) Notwithstanding any other provision of law to the contrary, "average
compensation™ shall not include any amount in excess of the limitation provided in

R.S. 11:785.1.

Section 2. Theprovisionsof R.S. 11:403(5), 612(1), and 701(5) asamended by this
Act shall not cause the average compensation of any member retiring on or after the
effective date of this Act to be less than such member's average compensation as it existed
before the effective date of this Act.

Section 3. As soon as practicable after the effective date of this Act, the Public
Retirement Systems Actuarial Committee shall meet to adopt a revised valuation for the
system, prepared asprovidedin R.S. 11:102, applying provisionscontained inthisAct. This
valuation shall include arevised employer contribution rate for each plan within the system
to be utilized in the fiscal year which beginson July 1, 2011.

Section 4. Any final judgment, rendered by acourt of law, declaring the provisions
of this Act to be unconstitutional as applicable to members of the Louisiana State
Employees Retirement System or the Teachers' Retirement System of Louisianawho have

attained a vested right with regard to the benefit provisions applicable to such memberson
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the effective date of this Act, shall cause the provisions of this Act to be applicable solely
to members of such system who have not attained such avested right on the effective date
of thisAct.
Section 5. If the Act originating as House Bill No. 479 of the 2011 Regular Session
of the Legidlatureis enacted, the provisions of this Act shall be null, void, and of no effect.
Section 6. This Act shall become effective on June 30, 2011; if vetoed by the
governor and subsequently approved by the legislature, this Act shall become effective on

June 30, 2011, or on the day following such approval by the legislature, whichever islater.

DIGEST

Thedigest printed bel ow was prepared by House L egidative Services. It constitutes no part
of thelegidativeinstrument. The keyword, one-liner, abstract, and digest do not constitute
part of the law or proof or indicia of legislative intent. [R.S. 1:13(B) and 24:177(E)]

Pearson HB No. 530

Abstract: Relative to the La. State Employees Retirement System (LASERS) and the
Teachers Retirement System of La. (TRSL) changesfrom athree-year to afive-year
Final Average Compensation (FAC) for state employees and higher education
employees. Provides for payment of Unfunded Accrued Liability (UAL).

AVERAGE COMPENSATION

Present law generally provides for a benefit calculation formula for members of each state
system typically consisting of: (years of service) x (accrual rate) x (final average
compensation).

Present law (R.S. 11:403(5) and 701(5)), relative to LASERS and TRSL provides varying
periodsof FAC for members of those systems ranging from threetofiveyears. FAC periods
for LASERS and TRSL are asfollows:

Q) LASERS: Rank-and-file members hired on or before June 30, 2006, have a three-
year FAC. Rank-and-file members hired after such date have afive-year FAC.

2 LASERS: Specia groups such asthe governor, lieutenant governor, and legislators,
hired on or before Dec. 31, 2010, have athree-year FAC. Such members hired on
or after January 1, 2011, have afive-year FAC.

3 LASERS: Certain hazardous duty groups hired on or before Dec. 31, 2010, have a
three-year FAC. Such membershired on or after Jan. 1, 2011, have afive-year FAC.

4) TRSL: Membershired onor before Dec. 31, 2010, haveathree-year FAC. Members
hired on or after Jan. 1, 2011, have afive-year FAC.

Proposed law provides that all members of LASERS and higher education employees in
TRSL shall have afive-year FAC.

Proposed law further provides, as atransition provision, that proposed law shall not cause
the average compensation of any member retiring on or after the effective date of proposed
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law to be less than such member's average compensation as it existed under present law
when proposed law becomes effective.

EMPLOYER CONTRIBUTIONS/ UNFUNDED ACCRUED LIABILITY

Present law (R.S. 11:102) generaly provides the method for actuarially determining the
employer contribution rate for state retirement systems every fiscal year. Such employer
contribution shall be a percentage of the total payroll of active membersin agiven system.
Requires each employer paying a portion of a member's salary to fund the employer
contribution on that portion of the member's salary. Employer costs consist mainly of two
parts: (1) an amortization payment on the system's debt, known as the "Unfunded Accrued
Liability" (UAL); and (2) apayment for the current year's benefits, known as"normal cost".

Present law (R.S. 11:102, 102.1, and 102.2) generally provides for various amortization
schedules for different portions of the UAL.

Proposed law provides that actuarial gains or savings resulting from proposed law change
to a five-year FAC shall be applied to the amortization base resulting from the change in
liability recognized on June 30, 2009. Further providesthat such gains shall not be used to
reduce the system’'s normal cost.

Proposed law providesthat the Public Retirement Systems Actuarial Committee (PRSAC)
shall meet as soon as practi cabl e to adopt revised val uations and employer contribution rates
for LASERS and TRSL.

Proposed law provides that in the event proposed law is declared by a court to be
unconstitutional as applied to vested members of LASERS and TRSL, proposed law shall
only apply to non-vested members.

Effective June 30, 2011. However, if the Act originating as HB No. 479 of 2011 R.S. is
enacted, proposed law shall be null, void, and of no effect.

(AmendsR.S. 11:403(5), 450(B), 612(1), and 701(5)(b) through (e); AddsR.S. 11:102(D)
and 701(5)(f))

Summary of Amendments Adopted by House

Committee Amendments Proposed by House Committee on Retirement to the original

bill.
1 Removes proposed changes to the State Police Pension and Retirement System.
2. Changesthe employee contribution increasefor membersto whom proposed law

applies from 1.5% on the first $50,000 of earnings and 3% on earnings over
$50,000 to a flat 1% increase beginning July 1, 2012, and an additional 1%
increase beginning July 1, 2013.

3. Providesthat instead of being applied to reducing employer contributionsderived
from State General Funds, theincreased employee contributionsimplemented by
proposed law shall be applied to LASERS and TRSL's UAL.

4, Provides that employee contribution increases implemented by proposed law
shall not apply to ORP participantsin TRSL.

5. Retains "anti-spiking" provisions (percentage limitations on a member's FAC
period) contained in present law rather than lowering the allowable increases.

Page 10 of 11

CODING: Wordsinstruekthrotgh type are del etionsfrom existing law; words underscored
are additions.



HLS 11RS-501 REENGROSSED
HB NO. 530

6. Provides that if proposed law is declared by a court to be unconstitutiona as
appliedto vested membersof LASERSand TRSL, proposed law shall only apply
to non-vested members.

7. Changes the effective date of proposed law from July 1, 2011, to June 30, 2011,
and provides further that if the Act originating as HB No. 479 of 2011 R.S. is
enacted, proposed law shall be null, void, and of no effect.

House Floor Amendments to the engrossed hill.

1 Removes provisions requiring an increase in employee contributions for
members of LASERS and members of TRSL employed in higher education.

2. Provides that the savings resulting from proposed law change from athree-year

FAC to afive-year FAC shall be applied to the portion of the systems Unfunded
Accrued Liabilities (UAL) recognized on June 30, 2009.
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